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November 15, 2010

VIA HAND DELIVERY

The Honorable Jocelyn Boyd
Chief Clerk and Administrator

Public Service Commission of South Carolina

101 Executive Center Drive (29210)
Post Office Drawer 11649

Columbia, South Carolina 29211

RE" Petition of South Carolina Electric & Gas Company for Updates and Revisions
to Schedules Related to the Construction of a Nuclear Base Load Generation

Facility at Jenkinsville, South Carolina
Docket No. 2010-376-E

Dear Ms. Boyd:

South Carolina Electric & Gas Company ("SCE&G" or "Company"), pursuant to S.C.

Code Ann. § 58-33-270(E) (Supp. 2009) petitions the Public Service Commission of South

Carolina (the "Commission") for an order approving an updated capital cost schedule for the

construction of two 1,117 net megawatt nuclear units (the "Units") to be located at the V. C.

Summer Nuclear Station site near Jenkinsville, South Carolina. SCE&G is also petitioning the

Commission to enter a confidentiality order protecting certain commercially sensitive
information from disclosure, as set forth below.

As you are aware, on August 9, 2010, the South Carolina Supreme Court (the "Supreme

Court") issued its opinion in the matter of South Carolina Energy Users Comm. v. South

Carolina Pub. Serv. Comm'n, Op. No. 26856 (S.C. Sup. Ct. filed August 9, 2010) (Shearouse

Adv. Sh. No. 31 at 117) (the "Opinion"). This case involved an appeal of the Public Service

Commission of South Carolina's Order No. 2009-104(A) on the issue of whether the Base

Load Review Act authorized the Commission to approve capital cost contingencies in the

capital costs estimates for the Units. In that Opinion, the Court ruled that Contingency costs

which had not been itemized or designated to specific cost categories were not permitted as

part of approved capital cost schedules under the Base Load Review Act. The effect of this

decision was to require the removal of $438,291,000 in projected contingency costs from the

capital cost schedules approved in Order No. 2009-104(A) and Order No. 2010-12. In its

Opinion, the Supreme Court acknowledged that S.C. Code Ann. § 58-33-270(E) allows

Cbncentrating on public finance, governmental and utility representation.
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SCE&G to petition the Commission to update the capital cost schedule for the Units as

SCE&G identifies and itemizes specific items of cost.

In compliance with the Opinion, and in accordance with the provisions of S.C. Code

Ann. § 58-33-270(E), SCE&G petitions the Commission for an order approving an updated

capital cost schedule for the Units that reflects a) the removal of the contingency funds

approved in Order No. 2009-104(A) and b) incorporates the specificly identified and

reclassified costs as set forth in the petition.

As part of its petition, SCE&G is filing as an exhibit a redacted and unredacted copy of

its restated and updated construction expenditures. Therefore, SCE&G is filing both a Public

Version and a Confidential Version of its Request. In both versions the Company's restated

and updated construction expenditures is designated as Exhibit 1. The Confidential Version

Exhibit 1 of the filing contains confidential information related to the pricing and pricing terms

of the Engineering, Procurement and Construction Agreement ("EPC Contract") between

SCE&G and a consortium consisting of Westinghouse Electric Company, LLC and Stone &

Webster, Inc. (collectively, "Contractor"). The EPC Contract contains confidentiality

provisions that require SCE&G to protect proprietary information that the Contractor believes

to constitute trade secrets and to be commercially sensitive. The Contractor has requested that

SCE&G maintain the confidentiality of certain information contained in Exhibit 1. It is this
confidential information that has been redacted from the Public Version of the exhibits.

In keeping with the Contractor's request and the terms of the EPC Contract, SCE&G

respectfully requests that the Commission find that the Confidential Version of the petition

contains protected information and issue a protective order barring the disclosure of Exhibit 1

of the petition under the Freedom of Information Act, S.C. Code Ann. §§ 30-4-10 et seq., S.C.

Code Ann. Regs. 103-804(S)(1), or any other provision of law, except in its public form.

Pursuant to 26 S.C. Code Regs. 103-804(S)(2), the determination of whether a document may

be exempt from disclosure is within the Commission's discretion. Such a ruling in this

instance would be consistent with the Commission's prior rulings in Docket No. 2008-196-E

and Docket No. 2009-211-E finding, among other things, the pricing and pricing terms of the

EPC Contract to be confidential and issuing a protective order baning the disclosure of related

information. See Commission Order Nos. 2008-467 and 2008-696, as amended by Order No.

2008-739, issued in Docket No. 2008-196-E; and Commission Order No. 2009-401 issued in

Docket No. 2009-211-E.

To this end, and in accordance with Commission Order No. 2005-226, dated May 6,

2005, in Docket No. 2005-83-A, enclosed with this letter and attached to the petition is as
follows:

Concentrating on public JTnance, governmental and utility representation.
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, A true and correct copy of the Confidential Version of the Request in a sealed

envelope marked "CONFIDENTIAL." Each confidential page of the

Confidential Version of the Request is also marked "CONFIDENTIAL."

2. One original and ten copies of a redacted Public Version of the Request for

filing and public disclosure.

SCE&G respectfully requests, in the event that anyone should seek disclosure of the

unredacted Confidential Version of the above-referenced documents, that the Commission

notify SCE&G of such request and provide it and the Contractor with an opportunity to obtain

an order from this Commission or a court of competent jurisdiction protecting the Confidential
Version of these documents from disclosure.

If you have any questions regarding these matters, please advise.

Very truly yours,

Belton T. Zeigl6r-_ _"

BTZ/led

Enclosures

CO: Dukes Scott

John W. Flitter

Nanette S. Edwards, Esquire

Shannon Bowyer Hudson, Esquire

(all via hand delivery w/enclosures)

Concentrating on pubHc finance, governmental and utility representation.
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In Re: Petition of South Carolina Electric & )

Gas Company for Updates and Revisions to )

Schedules Related to the Construction of a )

Nuclear Base Load Generation Facility at )

Jenkinsville, South Carolina )

PETITION FOR UPDATES AND

REVISIONS TO CAPITAL COST

SCHEDULES

South Carolina Electric & Gas Company ("SCE&G" or the "Company") hereby petitions

the Public Service Commission of South Carolina (the "Commission") for an order approving an

updated capital cost schedule for the construction of two 1,117 net megawatt nuclear units (the

"Units") to be located at the V. C. Summer Nuclear Station site near Jenkinsville, South

Carolina. This petition is filed pursuant to the provisions of the Base Load Review Act, S.C.

Code Ann. § 58-33-270(E) (Supp. 2009) and in response to the opinion of the South Carolina

Supreme Court in South Carolina Energy Users Comm. v. South Carolina Pub. Serv. Comm'n,

388 S.C. 486, 697 S.E.2d 587 (2010) (the "Opinion"). In accordance with the provisions of the

Base Load Review Act, S.C. Code Ann. § 58-33-270(E), SCE&G would respectfully show to the

Commission the following:

1. SCE&G is a corporation duly organized and existing under the laws of the State

of South Carolina, with its principal offices at 220 Operation Way, Cayce, South Carolina,

29033.

2. SCE&G is engaged in the business of generating, transmitting, and delivering

electricity and providing electric service to the public for compensation. SCE&G owns and



operatesanintegratedelectricutility systemthatservesover652,000customersin 24countiesin

centralandsouthernSouthCarolina.

3. Corporatelegalcounselfor SCE&Gin thisproceedingareasfollows:

• K. ChadBurgess
MatthewW. Gissendanner
SouthCarolinaElectric& GasCompany
Mail CodeC222
220OperationWay
Cayce,SC29033
(803)217-8141
chad.burgess@scana.com
matthew.gissendanner@scana.com

Privatelegalcounselfor SCE&Gin thisproceedingareasfollows:

BeltonT.Zeigler
LeeE.Dixon
PopeZeigler,LLC
P.O.Box 11509
Columbia,SC29211
(803)354-4949
bzeigler@popezeigler.com
ldixon@popezeigler.com

All correspondenceandanyothermattersrelativeto thisproceedingshouldbeaddressed

to theserepresentatives.

4. In DocketNo.2008-196-E,SCE&Gsoughtapprovalof a CombinedApplication

for aCertificateof EnvironmentalCompatibilityandPublicConvenienceandNecessityandfor

aBaseLoadReviewOrderfortheConstructionandOperationof aNuclearFacility in

Jenkinsville,SouthCarolinafor theUnits. Pursuantto S.C.CodeAnn. §58-33-250(2),SCE&G

provideda scheduleof theanticipatedcomponentsof capitalcostrelatedto theconstructionof

theUnitswhichwasattachedtothatapplicationandidentifiedas"Exhibit F." In addition to

showing the anticipated components of capital costs for the project, Exhibit F showed the costs



brokendownintothesevencostcategoriescontainedin theEngineering,Procurementand

ConstructionAgreement(the"EPCContract")for constructionof theUnitsaswell asowner's

costsandtransmissioncosts.

5. ExhibitFcontainedSCE&G'scostforecastshowingthatit couldconstructthe

Unitsfor atotalcostto SCE&Gof approximately$4.5billion in2007dollars.l Of thisamount,

approximately$438,291,000,or slightly lessthan10%,representedcontingencycoststhat

SCE&Ghadestimatedto benecessaryto coverchangesin its capitalcostforecasts.

6. Followingafull hearingontheCombinedApplication,theCommissionissued

OrderNo.2009-104(A)inwhich it approvedtheapproximately$4.5billion capitalcostschedule

for theUnits.

7. TheSouthCarolinaEnergyUsersCommittee("SCEUC")appealedCommission

OrderNo.2009-104(A)totheSouthCarolinaSupremeCourt.

8. In DocketNo. 2009-293-E,SCE&Grequestedthatthe Commissionapprove

updatedconstructionmilestonesfor theprojectandanupdatedcapitalcostschedulefor the

project.Theupdatedcapitalcostscheduledidnotalterthetotalestimatedcapitalcostfor the

Unitsof $4.5billion in2007dollarsbutchangedthetimingof certaincosts.

9. In OrderNo.2010-12,datedJanuary22,2010,theCommissionapproved

SCE&G'srequest.Basedonescalationindicescurrentatthetime,the$4.5billion approved

capitalcostscheduleresultedinatotalcostfor SCE&G'sshareof theUnitsof $6.8billion in

escalateddollars.

10. OnAugust9,2010,theCourtissuedits Opinionin the SCEUC'sappealof Order

No. 2009-104(A).In thatOpinion,theCourtruledthatContingencycostswhichhadnotbeen

itemizedor designatedto specificcostcategorieswerenotpermittedaspartof approvedcapital

1Unlessotherwisenoted,allamountsreflectSCE&G'sportionofthecostoftheUnits.

3



costschedulesundertheBaseLoadReviewAct. Theeffectof thisdecisionwasto requirethe

removalof $438,291,000in projectedcontingencycostsfromthecapitalcostschedules

approvedin OrderNo.2009-104(A)andOrderNo. 2010-12.

11. In itsOpinion,theSupremeCourtacknowledgedthatS.C.CodeAnn.§ 58-33-

270(E)allowsSCE&Gto petitiontheCommissionto updatethecapitalcostschedulefor the

UnitsasSCE&Gidentifiesanditemizesspecificitemsof costandreclassifiescontingencycosts

to theapprovedcapitalcostschedule.TheCourtnotedthat"theGeneralAssemblyanticipated

thatconstructioncostscould increaseduringthelife of theproject.Undersection58-33-270(E),

SCE&GmaypetitiontheCommissionfor anordermodifyingratedesigns."South Carolina

Energy Users Comm. v. South Carolina Pub. Serv. Comm'n, 697 S.E.2d at 592.

12. SCE&G signed the EPC Contract with Westinghouse/Stone & Webster on May

23, 2008. Since that time, SCE&G has accelerated and expanded the staffing of its New Nuclear

Deployment team. That team now includes a total of approximately 126 full-time employees to

oversee the construction, licensing, and start-up of the Units and also to provide for recruiting,

hiring and training of the initial staff to operate and maintain the Units.

13. SCE&G has also assembled a New Nuclear Deployment Finance team, now

numbering approximately nine full-time professionals, to provide financial oversight for the

project, to oversee and administer all budgets of the project and to ensure compliance by

Westinghouse/Shaw with the pricing provisions and commercial terms of the EPC Contract.

14. As these teams have generated more detailed staffing, hiring and training plans

for the project, they have continued to update and refine SCE&G's forecasts of the cost of their

efforts and the cost of the project.

4



15. OnAugust15,2010,pursuantto S.C.CodeAnn. §58-33-277,SCE&Gfiled its

quarterly report concerning construction of the Units for the second quarter of 2010 (the "Second

Quarter 2010 Report.") In that report, SCE&G identified and reclassified from contingency

expenses approximately $81.3 million in costs associated with construction of the Units. These

reclassified costs included such things as the cost of a limited scope simulator to accelerate the

training program for operators of the Units, the costs of upgrading the Parr Road which had

experienced intensive use during the early stages of the project, costs associated with the

recruitment, hiring and training of operating personnel for the Units, costs associated with an

expanded team of accounting and auditing professionals to oversee and administer the pricing

and commercial terms of the EPC Contract and the budget for the project, and other costs

associated with the construction, permitting and licensing of the Units.

16. Since the date of the Second Quarter 2010 Report, SCE&G has entered into an

agreement with Westinghouse/Shaw under which Westinghouse/Shaw will assume the price risk

on an additional $320 million of the cost of building the Units. This amount will now be

classified under the fixed/firm categories of the EPC Contract and as a result, approximately

two-thirds of the costs under the EPC Contract are now either fixed or firm subject to defined

escalation rates. The cost charged by Westinghouse/Shaw for assuming the price risk associated

with these additional budget items represents approximately $10 million in capital costs. The

other EPC Contract change orders to date have totaled $1.5 million.

17. In addition, since compiling its Second Quarter 2010 Report, SCE&G has updated

its assessment of the cost of certain transmission work that it will undertake in the Unit 1

switchyard to accommodate placing power from Units 2 and 3 onto the grid. This work is

subject to the extensive engineering, testing, and documentation requirements that apply to



projectsinvolvingtransmissionfacilitiesthatsupplyoff-sitepowerto nuclearunitslicensedby

theNuclearRegulatoryCommissionandsubjectto thesafetystandardsfollowedbythenuclear

powerindustry.TheCompanyhasreclassified$13million in coststo reflectthecostof meeting

thesestandardswhennettedagainstotherchangesin theforecastof transmissioncosts.

18. In addition,sincetheOpinionwasfiled,SCE&Ghasaccelerateditsreviewand

updatingof costforecastsfor theUnitsto identifyanditemizespecificcostsrelatedto

constructionof theUnitssothattheycanbereclassifiedfrom contingencyfundsto designated

costprojectionsto thegreatestextentpossible.Thiseffort hasincluded,amongotherthings,

additionalwork to itemizethecostsassociatedwith ensuringthatanadequatenumberof fully

trainedpersonnelarerecruited,hiredandfully trainedto undertakeoperationsof theUnitsas

theycomeintocommercialoperations,andareviewof otheritemsof owner'scostsassociated

As aresult,SCE&Ghasreclassifiedapproximately$114.6million in Owner'swith theproject.

Costs.

19. Accordinglyin Exhibit 1 attached to this filing, SCE&G is providing the

Commission with an updated capital costs schedule for the Units that includes the following

changes from the previously approved schedules:

(a) The updated capital costs schedule removes the $438,291,000 in

contingency costs that were authorized in Order No. 2009-104(A).

(b) The updated capital cost schedule includes designated and itemized capital

costs that have been incurred or are now anticipated to be incurred since

the issuance of Order No. 2009-104(A) (the "Reclassified Capital Costs").

The amount of Reclassified Capital Costs reflected in this filing is
approximately $174 million. These costs either have been incurred to date

or are anticipated to be incurred before completion of the project in 2019.

(c) The updated capital cost schedule reflects the most current schedule for

incurring capital costs and reflects all timing changes related to the

schedule for incurring capital costs that SCE&G has recognized since
Order No. 2010-12.



20. As setforth in Exhibit 1, the updated capital cost schedule in 2007 dollars

including the Reclassified Capital Costs referenced above but without contingencies is

approximately $4.3 billion, which is $264 million less than the $4.5 billion schedule with

contingencies that the Commission approved in Orders No. 2009-104(A) and 2010-12.

21. For ease of reference, Exhibit 2 provides information showing the variation

between the capital cost schedule approved by the Commission in Order No. 2010-12 net of

contingency funds and the capital cost schedule contained in Exhibit 1.

22. The updated capital cost schedule set forth in Exhibit 1 also reflects the most

current inflation indices applied as mandated by the Commission in Order No. 2009-104(A).

The updated capital costs schedule in future dollars, including Allowance for Funds Used During

Construction, is approximately $5.8 billion which is approximately $1 billion less than the

similar forecast of costs and escalation reflected in Order No. 2010-12. This change is primarily

due to changes in escalation which will vary from year to year. Exhibit 3 provides a

reconciliation showing the components of this $1 billion reduction in forecasted cost as well as a

comparison of the escalation rates reflected in Order No. 2010-12 to the escalation rates reflected

in the current forecasts.

23. Pursuant to S.C. Code Ann. § 58-33-270(E), when a utility petitions for

adjustments in the capital cost schedule for a project being constructed under the Base Load

Review Act, the Commission "shall grant the relief requested if, after a hearing, the commission

finds: (1) as to the changes in the schedules, estimates, findings, or conditions, that the evidence

of record justifies a finding that the changes are not the result of imprudence on the part of the

utility .... "



24. The Reclassified Capital Costs reflected in Exhibit 1 are the result of normal and

prudent revisions, changes and refinements in construction cost estimates which are to be

expected for a project of this scope.

25. The capital cost schedule contained in Exhibit 1 contains no contingencies or

other provisions for the additional capital costs that may be identified and reclassified to specific

items of cost in the future as construction of the Units proceeds. SCE&G reserves the right to

update this schedule during the pendency of this proceeding as additional items of cost are

identified and reclassified to specific items of cost.

26. The schedule contained in Exhibit 4 to this petition contains an update of the

schedule of anticipated revenue requirements and rate adjustments related to construction of the

Units over the life of the construction project. This schedule removes the originally-forecasted

$438,291,000 contingency, includes the $174 million in newly Reclassified Capital Costs

submitted here, updates the cost projections for current escalation indices and current schedules

under which costs are anticipated to be incurred. All other assumptions as to operating and fuel

costs, federal production tax credits and other items remain the same. As compared to the

projections current at the time that Order 2009-104(A) was issued, the average annual rate

adjustment associated with construction of the Units has dropped from 2.49% to 2.18%,

primarily due to changes in escalation rates.

27. SCE&G will continue to monitor and evaluate this schedule of capital costs as

costs for the project become more clearly defined. To the extent future revisions or updating of

Exhibit 1 or other revisions under S.C. Code Ann. § 58-33-270(E) are required, SCE&G will

propose such changes for review by the Commission, either through updating Exhibit ! during

this proceeding or through other means.



WHEREFORE, South Carolina Electric & Gas Company respectfully requests that the

Commission set the current matter for hearing and thereafter, pursuant to S.C. Code Ann. § 58-

33-270(E), approve the updated capital cost schedule attached as Exhibit 1, as it may be

amended during the pendency of this proceeding, as the operative schedule for construction of

the Units under S.C. Code Ann. § 58-33-275(A), and other relief as may be appropriate.

Respectfully submitted,

K. Chad Burges(_j / !
Matthew W. Gissendanner

South Carolina Electric & Gas Company
Mail Code C222

220 Operation Way

Cayce, SC 29033

(803) 217-8141

chad.burgess@scana.com

matthew.gissendanner@scana.com

Belton T. Zeigler
Lee E. Dixon

Pope Zeigler, LLC
P.O. Box 11509

Columbia, SC 29211

(803) 354-4949

bzeigler@popezeigler.com

ldixon@popezeigler.com

Attorneys for South Carolina Electric & Gas Company

Date: November 15, 2010.



LIST OF EXHIBITS

EXHIBIT 1 - An updated capital cost schedule for the Units which if approved will replace

Exhibit F of the original Combined Application for a Certificate of Environmental

Compatibility and Public Convenience and Necessity and for a Base Load Review

Order for the Construction and Operation of a Nuclear Facility in Jenkinsville,

South Carolina, as approved in Order No. 2009-104(A) and as updated in Order
No. 2010-12.

EXHIBIT 2 - A schedule showing the variation between the capital cost schedule approved by

the Commission in Order No. 2010-12, net of contingency funds, and the capital
cost schedule contained in Exhibit 1.

EXHIBIT 3 - A schedule showing the reconciliation of the gross construction dollars shown in

Exhibit 1 to those approved by the Commission in Order No. 2010-12 which

included contingency funds and their associated escalation and which reflected

escalation rates current at the time that Order 2010-12 was issued.

EXHIBIT 4 - An updated schedule of the anticipated revenue requirements and rate adjustments

related to construction of the Units over the life of the construction project which

incorporate the reclassifications of costs set forth in Exhibit 1 and 2 but otherwise

reflects all assumptions as to fuel costs, production tax credits and other matter

contained in South Carolina Electric & Gas Company's Request For Approval Of
Revised Rates, Docket No. 2010-157-E.
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